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3iE0bb0ib7755c]c:)     Future  MWRA  Rates:  an  Analysis 

□  Ernst  &  youngJs.iEnvironmental  Consulting  Group's  1992  national  water  and  sewer  rate 
^survey,  t^t6fl  Eostojh^s  the  most  expensive  city  in  the  nation  for  water  and  sewer  services  at 
$652  per  year' compared  to  a  national  average  of  $387  per  year  for  a  typical  family  using 
100,000  gallons  of  water. 

□  Costs  associated  with  the  Boston  Harbor  Cleanup  and  other  mandated  projects  will  cause 
water  and  sewer  rates  to  skyrocket  over  the  next  decade.  According  to  internal  MWRA  "rate 
projection"  documents  obtained  by  the  Office  of  the  Inspector  General,  a  family  in  the  MWRA 
district  now  paying  $750  per  year  in  water  and  sewer  bills  will  pay  $2,600  by  July  of  2003.  A 
business  which  pays  $10,000  in  water  and  sewer  bills  today  will  pay  more  than  $34,000  per  year 
in  July  of  2003,  before  the  MWRA  capital  program  is  completed. 

□  By  the  time  of  completion  of  the  harbor  clean-up  project,  water  and  sewer  bills  in  the 
MWRA  region  will  not  just  be  the  most  expensive  in  the  nation,  but  will  be  "off-the-chart"  in 
comparison  to  other  regions  of  the  country.  Our  economic  region  must  recognize  and  plan  for 
the  coming  "rate  shock"  resulting  from  regionally  funded  MWRA  projects.  For  persons  of  fixed 
income,  families  of  low  to  moderate  income,  municipalities,  rental  housing  owners  and 
businesses  large  and  small,  the  local  water  and  sewer  bill  will  become  a  major  burden  within 
the  next  ten  years. 

□  The  shortage  of  straightforward  public  information  about  future  water  and  sewer  rates 
hinders  critically  needed  planning  efforts  by  public  leaders.  A  true  understanding  of  how  high 
rates  will  climb  by  the  completion  of  the  project  is  an  important  tool  to  all  parties  concerned. 

□  The  MWRA  has  informed  this  Office  that  it  has  chosen  not  to  publicly  discuss  how  high  rates 
are  going  to  climb  beyond  the  year  1999.  Internally,  however,  the  MWRA  utilizes  sophisticated 
computer  models  to  project  rates  to  the  year  2005,  in  conjunction  with  its  issuance  of  bonds. 
These  models  included  best  case,  base  case  and  worst  case  scenarios.  The  overwhelming  portion 
of  its  future  rate  increases  are  directly  related  to  capital  projects  already  planned.  The  MWRA 
can  make  reasonable  revenue  requirement  projections  within  a  meaningful  range. 

□  Public  information  about  future  rate  increases  beyond  the  year  1999  must  be  disseminated 
to  public  leaders  and  MWRA  customers  in  order  to  avoid  misconceptions  about  the  long  term 
effects  of  the  MWRA  capital  plan.  For  example,  the  MWRA  recently  announced  that  it  had 
lowered  its  projected  1999  rate  by  $89  per  90,000  gallons  from  $1,296  to  $1 ,207.  At  the  same 
time,  it  had  raised  its  projected  July  2003  rate  by  $168,  from  $1,710  to  $1,891  per  90,000 
gallons.  The  public  might  get  the  mistaken  impression  from  the  1999  rate  projection,  alone, 
that  the  rates  are  not  going  to  be  as  bad  as  originally  thought.  In  the  larger  perspective, 
postponement  of  scheduled  projects  beyond  1999,  coupled  with  a  policy  of  not  discussing  post- 
1999  rates,  disguises  the  underlying  rate  impact  associated  with  MWRA  projects. 


□  Some  disturbing  facts  to  consider  are  these: 

(i)  The  MWRA's  spokesperson  recently  stated  that  rates  will  stabilize  at  the  end  of  the 
century  and  "the  only  increase  you'll  see  will  be  in  the  single  digits,  at  the  rate  of 
inflation. "  Yet  even  according  to  its  "best  case"  internal  projections,  MWRA  annual  rate 
charges  will  increase  by  more  than  $400  million  between  1999  ($792  million)  and  July 
2003  ($1.2  billion).  For  comparative  purposes,  current  MWRA  rate  charges  are  $291 
million  per  year. 

(ii)  According  to  the  MWRA,  household  water  consumption  varies  from  a  low  of  60,000 
gallons  to  a  high  of  130,000  gallons  per  year.  Some  families  in  the  high  range  will  be 
paying  more  than  $3,000  per  year  within  the  next  ten  years  for  water  and  sewer  services. 

(iii)  By  the  completion  of  the  project  in  2005,  the  MWRA  projects  that  its  maintenance 
and  operation  budget,  exclusive  of  any  debt  payment  for  the  construction  of  the  projects, 
will  be  $497  million  per  year.  By  comparison,  total  rate  revenues  today  are  $291 
million.  Therefore,  the  maintenance  of  the  system,  exclusive  of  the  cost  of  the  harbor 
clean  up,  will  cost  $930  per  year  to  a  family  using  90,000  gallons  per  year,  not  even 
counting  the  capital  cost  of  the  clean  up.  In  other  words,  the  rates  are  not  going  to 
return  to  anything  resembling  present  rates,  ever  when  the  capital  project  is  paid  for  in 
full. 

(iv)  Over  the  30  year  life  of  the  MWRA's  $6  billion  borrowing  plan,  the  average  family 
will  pay  more  than  $24,000  as  its  share  of  the  interest  and  principal  owed  to  retire  this 
debt. 

(v)  These  rate  projections  should  be  given  immediate  attention  because,  as  much  as  the 
public  may  protest  and  object,  statutory  provisions  have  already  been  implemented  to 
protect  MWRA  bondholders  by  requiring  the  garnishment  of  local  aid  payments  from  any 
municipality  which  refuses,  or  is  unable,  to  make  payments  to  the  MWRA  in  the  future, 
when  rates  become  potentially  unaffordable  for  some  ratepayers. 
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